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Income and Wealth are both key indicators of well-being, 2003

The average farm share 
of the farm operator 
household income is 
small

The average farm share 
of the farm operator 
household net worth is 
large

Household income

89%

11%

Nonfarm Farm

Household net worth

27%

73%

Nonfarm Farm

Source: http://www.ers.usda.gov/Briefing/FarmIncome/



USDA Outlook Forum 2005

Context & Background

The outlook for (principal) farm operator households 
corresponds to that of the farm sector.

The farm operator household population is only one 
farm entrepreneurial group.  Other groups include 
partners, corporate officers, landlords, and 
contractors.  And, of course, other farm households 
include hired farm workers.
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Average Income of Farm Operator Households, 2001-2005F

73,07071,09568,50665,75764,117
Equals average farm operator household 
income  

64,97162,85860,86562,28558,578
-Plus off- farm income of the operator 
household 

8,0998,2367,6403,4735,539
Equals farm earnings of the operator 
household 

nana2,4112,199396-Plus other farm-related earnings

nanananana-Plus net income from farmland rental

nana682758932-Plus wages paid to operator

nana4,5475164,211Equals adjusted farm business income

Dollars per farm operator household

nana1,4011,2481,083
-Less farm income due to other 
household(s)

nana592621477-Less farmland rental income

nana682758932-Less wages paid to operator

nana7,3468,1897,609-Less depreciation

15,36115,45814,56911,33114,311Net cash farm business income

Dollars per farm

2005F2004F2003F20022001Item

P = Preliminary.  F = forecast.  n.a. = not available. 
Source:  USDA, ERS, Farm Income briefing room.
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Off-farm income has been a source of growth and stability
in the household income of farm operators
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The majority of off-farm income is from wages and salaries

     Wages & 
salaries

61%

     Off-farm 
business 

13%
     Dividends & 

capital gains
6%

     Interest
3%

     Social Security 
12%

     Other unearned 
income

5%

Unearned

Source:  USDA, ERS, ARMS, 2003.

2003 average off-farm income = $60,865
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Off-farm work of the operator and spouse, 2002

None
24%

Both full-time
21%

One full-time, one 
none
21%

One part-time, one 
none
14%

Both part-time
6%

One full-time, one 
part-time

14%

Other
34%

Source:  USDA, ARMS, 2002.

Working off the farm either full-time or not at all is most common

Excludes farm households without a spouse.
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Although the farm share of household income is small, a 
much larger share of work time is allocated to farming

Share of work hours allocated to farming by operator and spouse 
and share of earned income from farming

Farm hours

Farm earnings
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Why do farm households 
allocate so much time to 
farming, given apparent 
lower returns?  Why do 
households with negative 
farm incomes continue to 
farm year after year?

Capital gains

Rental value of farm dwelling

Tax advantages

Psychic income

Source:  USDA, ARMS, 2003.
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California has the largest farm and off-farm income levels of the 15 
states

Source:  USDA, ERS, ARMS, 2003.
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General livestock

Hogs

Poultry

Dairy

Beef cattle

General crops

Specialty crops

Peanuts

Cotton

General grain

Rice

Wheat

Soybeans

Corn

Farm income Off-farm income

Households that specialize in cotton or rice have the highest 
farm and total household income, 2003

Source:  USDA, ARMS, 2003

30% from farm sources
24%
29%
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41%
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47%

38%
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59%

36%
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The average incomes of farm operator households have been 
on par with U.S. households for some time

Source:  USDA, FCRS and ARMS and U.S. Census Bureau, Current
Population Survey.

Ratio

Ratio of average income of farm operator household to U.S. average household income, 1988-2003
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Source:  USDA, Agricultural Resource Management Survey, 2003 and U.S.  Census Bureau, Current  

Population Survey, 2004 Annual Social and Economic Supplement .
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The average farm household income is generally greater than the 
average income of all households in a state, 2003
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Farm operator household income and wealth as compared to 
the median for all U.S. households, 2003

Source:  USDA, ARMS, 2003

Combined income-wealth indicator

5%
3%

51%

41%

Low income-low wealth High income-low wealth High income-high wealth Low income-high wealth

The combined indicator classifies individual farm operator households into 1 of 4 categories based on 
their income and wealth position (i.e., high or low), compared to the median income and wealth position 
of all U.S. households. 



USDA Outlook Forum 2005

Average statistics for all (principal) farm operator households 
masks the diversity.  Three subgroups of interest are:

Limited resource farm operator households

Farm operator households that receive government 
payments

Farm households that operate the large farms that 
account for the bulk of U.S. food production
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Limited Resource Farm Households

2003 USDA definition is one with sales of under $102,400 in each
of the two previous years and household income at or below the 
national poverty level for a family of four, or household income
less than 50 percent of the county median household income in 
each of the two previous years. 

There were about 200,000 farm households that met that 
definition.
The majority did not work off the farm. Many were retired.  
Many had significant assets.

Average household income was $6,206 in 2003.
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Participation increases with farm size, at first.  Average 
payments increase with farm size, but share of gross farm 
income declines

Receipt of farm payments:  Percent of farms receiving any and 
Percent payments are of gross cash income, 2003
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Households that operate commercial farms--with sales of 
$250,000 or more--have higher incomes
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Source:  USDA, ARMS, 2003.
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Commercial farms have been more likely to survive over time

Share of farms surviving across time
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Commercial farms have been more likely to survive over time

Share of farms surviving across time
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Commercial farms are more likely to expand in size

Share of surviving farms that changed size, 1992-97
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Wrap-up

The high income forecast for the farm sector extends to the household 
of the principal farm operator.  

Off-farm income continues to be the major income source.

Net worth of farm operator households is 8 times the size of the
average U.S. household.

A small group of farm operator households are classified as limited 
resource farmers.  

Farm households receiving government payments are better off than 
the average U.S. household and other farm households.  

Commercial farms are well poised financially to provide for food needs 
into the future.

http://www.ers.usda.gov/Briefing/FarmIncome/
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